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[3410-02] 
DEPARTMENT OF AGRICULTURE 
Agricultural Marketing Service 
{7,CFR Part 1601] 
(Docket No. AO-14-A57] 


MILK IN THE NEW ENGLAND MARKETING 
AREA t 


Decision on Proposed Amendments To 
Marketing Agreement and to Order 


AGENCY: Agricultural 
Service, USDA. 


ACTION: Proposed rule. 


SUMMARY: This final decision pro- 
vides for changes in the present order 
provisions based on industry proposals 
considered at a public hearing held 
February 14-16, 1978. The major 
changes would adjust milk prices 
throughout the production area to 
more closely relate the location value 
of milk to the costs incurred in trans- 
porting milk from farms and country 
plants to botiling plants in the major 
consuming centers of the market. The 
changes are necessary to reflect cur- 
rent marketing conditions and to 
insure orderly marketing in the area. 


FOR FURTHER INFORMATION 
CONTACT: 


Clayton H. Plumb, Marketing Spe- 
cialist, Dairy Divisicn, Agricultural 
Marketing Service, U.S. Department 
of Agriculture, Washington, D.C. 
20250, 202-447-6273. 


SUPPLEMENTARY INFORMATION: 
Prior documents in this proceeding: 
Notice of Hearing, issued January 18, 
1978, published January 23, 1978 (43 
FR 3127). 

Recommended decision, issued July 
14, 1978, published July 20, 1978 (43 
FR 31146). 

Notice of extension of time for filing 
exceptions to the recommended deci- 
sion, issued August 4, 1978, published 
August 10, 1978 (43 FR 35490). 


PRELIMINARY STATEMENT 


A public hearing was held upon pro- 
posed amendments to the marketing 
agreement and the order regulating 
the handling of milk in the New Eng- 
land marketing area. The hearing was 
held, pursuant to the provisions of the 
Agricultural Marketing Agreement 
Act of 1937, as amended (7 U.S.C. 601 
et seq.), and the applicable rules of 
practice (7 CFR Part 900), at Boxbor- 
ough, Mass., on February 14-16, 1978, 
pursuant to notice thereof issued on 
January 18, 1978 (43 FR 3127). 

Upon the basis of the evidence intro- 
duced at the hearing and the record 
thereof, the Acting Administrator, on 
July 14, 1978, filed with the Hearing 
Clerk, United States Department of 
Agriculture, his recommended decision 


Marketing 


PROPOSED RULES 


containing notice of the opportunity 
to file written exceptions thereto. 

The material issues, findings, and 
conciusions, rulings, and general find- 
ings of the recommended decision are 
hereby approved and adopted and are 
set forth in full herein, subject to the 
following modifications: 


INDEX OF CHANGES 


1. Issue No. 1—“Location adjust- 
ments to handlers and producers”. 

a. Paragraphs 24 and 25 are revised 
and combined. 

b. Two new paragraphs are added 
after the 27th paragraph. 

2. Issue No. 2—“Establishing several 
price zones within the ‘nearby plant’ 
zone”. 

a. Two paragraphs are added after 
paragraph 28. 

b. The 32d paragraph is revised. 

c. Two paragraphs are added after 
paragraph 33. 

d. Two paragraphs are added after 
paragraph 36. 

3. Issue No. 3—“‘Class I price differ- 
ential”. 

a. Five paragraphs are added after 
paragraph 23. 

b. Paragraph 24 is revised. 

c. Three paragraphs are added after 
paragraph 24. 

da. Paragraph 27 is revised. 

e. Four paragraphs are added after 
paragraph 27. 

The material issues on the record of 
the hearing relate to: 

1. Location adjustments to handlers 
and producers. 

2. Establishing several price zones 
within the “nearby plant” zone. 

3. Class I price differential. 

4. Conforming changes. 


FINDINGS AND CONCLUSIONS ~ 


The following findings and conclu- 
sions on the material issues are based 
on evidence presented at the hearing 
and the record thereof: 

1. Location of adjustments to han- 


dlers and producers. The current plant 


location adjustment rate of 1 cent for 
each 10-mile pricing zone more distant 
than the 201-210 mile zone should be 
increased to 1.5 cents per hundred- 
weight. The 1.2-cent location adjust- 
ment presently applicable to each of 
the first 20 price zones (starting at 
Boston) should be increased to 1.8 
cents per zone. The additional 16 cents 
per. hundredweight that is added in 
adjusting prices at the 14th zone 
should be changed to 14 cents. These 
modifications would result in a class I 
and blended price adjustment at 
Boston of 50 cents per hundredweight 
compared to the present 40 cents. 
Under the order, prices are announced 
for the 21st zone. 

A producer association proposed 
changing the location adjustment 
rates to 1.8 cents per zone for the first 


20 zones and 1.5 cents per zone beyond 
zone 21. The association proposed 
leaving the fixed price adjustment of 
16 cents at the 14th zone unchanged. 
This proposal would establish a class I 
and blended price adjustment at 
Boston of 52 cents. In addition to the 
proponent cooperative, this proposal 
was supported by a proprietary han- 
dler and two New York-based coopera- 
tives with members shipping to New 
England handlers. 

The proponent cooperative associ- 
ation indicated that these order modi- 
fications are necessary to reflect the 
current cost of hauling bulk milk from 
distant plants to the Boston or Provi- 
dence areas. The cooperative’s witness 
claimed that since the adeption of the 
present rate structure in 1967, trans- 
portation costs have increased signifi- 
cantly. Because of this, the witness 
contended, the order pricing does not 
now properly reflect transportation 
costs incurred in hauling milk from 
distant plants to distributing plants. 

The witness also contended that if 
location adjustments reflect less than 
the entire hauling cost from the farm 
to the city, equity problems develop. 
He pointed out that a substantial por- 
tion of the city-priced milk is assem- 
bled at nonpricing point reload sta- 
tions that compete with country man- 
ufacturing plants for supplies. The 
witness claimed that producers ship- 
ping to the city through a reload sta- 
tion have a lower pay price, after de- 
ductions for hauling, than their neigh- 
bors supplying a local pool plant. 
Under these circumstances, he noted, 
producers are reluctant to deliver milk 
to city distributing plants. It was 
claimed that when milk is obtained 
from distant producers for city bot- 
tling needs, one of two inequities 
occur. If the buying handler subsidizes 
the hauling, he is disadvantaged cost- 
wise relative to his competitors receiv- 
ing direct-delivered milk FOB their 
plant. If the cooperative subsidizes the 
hauling, its members are disadvan- 
taged on their returns relative to pro- 
ducers whose milk is priced at country 
manufacturing plants. To remove 
these marketing inequities, proponent 
contended, location adjustments must 
adequately reflect hauling costs. 

The cooperative’s witness presented 
data regarding 48 long-distance haul- 
ing rates that were applicable to move- 
ments of milk between reload stations 
or supply plants and city plants. The 
hauling rates were those being 
charged by six haulers for transport- 
ing milk from 5 reload stations and 2 
supply plants to several different deal- 
ers throughout the entire marketing 
area. The rates were applicable to 
hauls varying in distance from 61 to 
278 miles. The cooperative performed 
a regression analysis on 48 different 
hauls. The result indicated a variable 
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hauling cost of .199 cent per mile and 
a fixed cost of 9.38 cents per hundred- 
weight. Although the proponent con- 
cluded that the regression analysis 
justified a location adjustment rate of 
2.0 cents per 10-mile zone, he advocat- 
ed the 1.8-cent per zone location ad- 
justment to provide alignment with 
the rate used in the neighboring New 
York-New Jersey order. The coopera- 
tive’s witness justified using a rate of 
1.5 cents per 10-mile zone beyond zone 
21 on the basis that marketing effi- 
ciency increases when the outlying 
parts of the milkshed supply the fluid 
market only in times of need. He en- 
dorsed the 1.5-cent per zone adjust- 
ment as a means of encouraging re- 
serve milk supplies to stay in the coun- 
try for manufacturing. 

The witness also stated that. his coo- 
perative’s cost of operating facilities to 
reload milk range from 6.5 to 14 cents 
per hundredweight, averaging approxi- 
mately 8 cents per one hundred 
pounds. 

A proprietary handler indicated that 
its hauling and reloading costs were 
generally of the same magnitude as 
those reported by this cooperative. 

Four producer associations jointly 
proposed changing the location adjust- 
ment rates to those advocated by the 
other cooperative just mentioned, 
except that they proposed that the 16 
cents per hundredweight now added at 
the 14th zone be decreased to 8 cents. 
By changing Order 1 in this manner, a 
plus location adjustment of 44 cents 
would be established for Boston. 

A spokesman for these cooperative 
associations stated that the current 
transportation allowance under the 
order is insufficient to cover the cost 
of hauling milk 200 miles. However, 
they are opposed to a large increase in 
the transportation allowance because 
they believe this would result in a cor- 
responding increase in trucking rates. 
The witness hypothesized that if the 
location adjustment for Boston were 
increased to 52 cents per hundred- 
weight, numerous haulers, as well as 
handlers who haul their own milk 
supply, would receive undue windfall 
gains. 

The witness contended that a degree 
of subsidization of hauling costs pro- 
vides an incentive to market milk in an 
efficient manner. He believes that if 
the full hauling cost is reflected under 
the order there is less incentive for 
traffic managers to develop efficient 
marketing patterns. 

Another proponent witness testified 
that it costs his cooperative associ- 
ation 44 cents per hundredweight to 
move milk from zone 21 to the Provi- 
dence, R.I., area. This charge covers 
the fixed and variable hauling costs. 
The cooperative’s cost of operating a 
reload station is an additional 5 cents 
per hundredweight. 
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One producer association proposed 
changing the location adjustment 
rates to 1.5 cents per 10-mile zone for 
the first 20 zones and 1.2 cents per 10- 
mile zone beyond zone 21. The cooper- 
ative was in favor of leaving the pres- 
ent additional 16-cent price adjust- 
ment at the 14th zone unchanged. 
This location adjustment rate sched- 
ule would establish a class I and blend- 
ed price adjustment at Boston of plus 
46 cents. 

The proponent cooperative present- 
ed data regarding its major hauler’s 
rate schedule for 1978. This independ- 
ent hauler is transporting milk to 
plants in the marketing area for 55 
cents per round trip mile, figured on 
loads of 50,000 pounds. At this rate a 
haul from zone 21 to Boston (round 
trip of 400 miles) would cost 44 cents 
per hundredweight. This cooperative 
also submitted data regarding the cost 
of getting milk hauled to the Boston 
and Providence areas from zones 17 
and 20. Its hauling rates for shipments 
to Boston from zones 17 and 20 are 38 
cents and 42 cents per hundredweight, 
respectively. The hauling costs per 
hundredweight from these same zones 
to Providence are 44 cents and 47 
cents, respectively. These charges 
cover only the fixed and variable haul- 
ing costs. There is an additional ex- 
pense of 5.5 cents per hundredweight 
for operating the reload stations 
through which these supplies are 
moved. 

The witness noted that the afore- 
mentioned proposal by four coopera- 
tives, which included reducing the 16 
cents added to the location adjust- 
ment at zone 14 to 8 cents, increases 
only slightly the location adjustments 
for zones 16 through 21. Thus, he con- 
tended, such a proposal would not pro- 
vide enough transportation allowance 
for shipping milk from plants in zones 
16 through 21. He also contended that 
the other cooperative proposal, which 
would establish a 52-cent location ad- 
justment at Boston, would provide 
transportation allowances in excess of 
the actual hauling rates he is charged 
to ship milk to the market. 

The cooperative’s witness supported 
@ decrease in the location adjustment 
rate beyond zone 21 for two reasons. 
First, he pointed out that historically 
the location adjustment rate for the 
more distant zones has differed from 
the rate applicable in the first 20 
zones. The witness also contended that 
within 210 miles of Boston there is 
adequate milk produced to normally 
satisfy the marketing area’s class I 
needs. This being the case, he felt that 
the order should not provide for a lo- 
cation adjustment rate schedule that 
makes it attractive to move milk into 
the metropolitan centers from the 
most distant parts of the milkshed. 
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Under the existing New England 
order, the class I price and blended 
price cifference between the 2l1st’and 
“nearby plant” zones is 40 cents. 
Plants located outside the ‘nearby 
plant” zone but within 31 to 40 miles 
(4th zone) of Boston have a location 
adjustment of plus 36.4 cents. For 
each successive 10-mile zone through 
the 14th zone the adjustment de- 
creases 1.2 cents. At the 15th zone the 
country plant and fixed transportation 
costs of 6 cents and 10 cents, respec- 
tively, are subtracted, making the 
total adjustment between the 14th 
and 15th zones 17.2 cents. The zone in- 
crements beyond the 15th zone are 1.2 
cents through the 21st zone and 1 cent 
beyond. 

It is clear that the present location 
adjustment provisions of the New Eng- 
land order are not compatible with 
current marketing conditions. Major 
increases in the cost of transporting 
milk during the last few years have oc- 
curred without corresponding changes 
in the transportation allowances 
under the order. Consequently, the 
present Order 1 location adjustments 
are significantly less than the actual 
transportaion costs. 

This is having a disruptive effect on 
the procurement of milk by distribu- 
tors and the marketing of milk by coo- 
peratives and producers. A substantial 
portion of the Order 1 city-priced milk 
is assembled at non-pricing point 
reload stations. When milk is procured 
from farmers located in an area void 
of a local plant outlet, the handler is 
able to pay the dairy farmers his city 
plant price and deduct the entire haul- 
ing and reloading costs of moving 
these supplies to his facility. Thus, in 
such cases, the handler is able to pro- 
cure the milk at the order minimum 
class prices applicable to his city plant 
location. 

However, there are a number of 
country pool plants located through- 
out most of the New England 
milkshed. Milk received from produc- 
ers at a country plant is priced at that 
plant in accordance with the plant lo- 
cation adjustment schedule in the 
order. When the location adjustment 
schedule does not reflect the full cost 
of moving milk through country 
plants to the city, as is presently the 
case, the class I and blended prices at 
country plants are too high relative to 
the location value of milk delivered to 
city plants. ; 

This circumstance has resulted in 
hauling subsidies in supplying city dis- 
tributing plants. A city plant operator 
procuring direct-shipped milk pro- 
duced near a country pool plant has 
an order blended price at his plant, 
after deductions for hauling, less than 
the blended price for such milk deliv- 
ered to the country plant, less the 
farm-to-plant hauling costs. Since the 


” 
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producers involved prefer to deliver 
their milk to the country plant to 
obtain the higher pay price after de- 
ductions for hauling, it forces the city 
plant operator to subsidize part of the 
hauling cost to be competitive in pro- 
curement with country plants. 

A similar hauling subsidy situation 
exists in the case of procuring milk 
shipped through country pool plants. 
Such milk is priced at the country 
plant location and the cost of hauling 
the milk from the country plant ex- 
ceeds the difference between the order 
class I price at the country plant and 
‘the order class I price at the city 
plant. If the city handler operates his 
own country supply plant, he is faced 
with a hauling subsidy. In the case of 
a supply plant operator who sells milk 
to other handiers operating city 
plants, either the supply plant opera- 
tor or the city plant operator must 
subsidize the hauling cost, or share 
the costs in some way. 

Several problems have resulted from 
not reflecting enough transportation 
cost in the class I and biended price 
plant location adjustment. Producers 
shipping to the city through a non- 
pricing point reload station would 
have a lower pay price, after deduc- 
tions for hauling, than their neighbors 
supplying a local pool plant, if the pro- 
ducer pays the entire hauling cost. 
Under these circumstances, producers 
in these areas are reluctant to supply 
the city distributing plants. If a city 
handler subsidizes hauling costs, then 
his supplies cost more than those of 
his nonsubsidizing competitor. If the 
producer or his cooperative association 
pays the entire hauling costs, then 
there are inequities between him and 
his neighbors supplying a local pool 
plant. Moreover,. cooperatives that 
subsidize the cost of hauling milk to 
city plants must pass such cost back to 
member producers. This in turn en- 
courages member producers to leave 
the cooperatives and market their 
milk directly to proprietary handlers 
who are required to pay the full 
amount of the blended price. Correc- 
tive action is essential if the order is to 
fulfill its* purpose of providing stable 
and orderly marketing conditions for 
producers and for the handlers 
through whom they market their 
milk. 

The class I and blended price loca- 
tion adjustments under the New Eng- 
land order should be revised to reflect 
the decreased value of milk delivered 
to plants in the production area rela- 
tive to its value when delivered to city 
bottling plants as a result of increased 
transportation costs. Specifically, loca- 
tion adjustments for each zone more 
distant than the 201/210 mile zone 
should be increased from 1 cent per 10 
miles to 1.5. cents per 10 miles; the 1.2- 
cent rate presently applicable to the 


PROPOSED RULES 


first 20 zones should be increased to 
1.8 cents per 10-mile zone; and the 16 
cents per hundredweight added at the 
14th zone should be decreased to 14 
cents. These revisions would result in 
a class I and blended price adjustment 
at zone 1 of plus 50 cents. 

Data presented at the hearing indi- 
cate that hauling costs have increased 
significantly since the Order 1 location 
adjustment schedule was adopted in 
1967. Presently, a proprietary handler 
and an independent New England 
hauler used by several Vermont coo- 
peratives are moving bulk milk 200 
miles for 44 cents per hundredweight. 
The data indicate that the variable 
costs associated with efficient long-dis- 
tance shipments are 1.8 cents per hun- 
dredweight per 10 miles, or 36 cents 
for 200 miles. Thus, the rates reflect 
fixed costs of 8 cents per hundred- 
weight (44 cents minus 36 cents). Some 
of the other hauling data, particularly 
data presented for 7 of the 37 supply 
plants and bulk reload stations in the 
milkshed, suggest slightly higher fixed 
and variable costs. In exceptions filed 
a cooperative and a proprietary han- 
dler argued that such higher costs 
should be made the basis for establish- 
ing location adjustments. However, 
when the location adjustments reflect 
fixed hauling costs and reloading 
costs, as well as variable hauling costs, 
as the Order 1 location adjustment 
schedule is designed to do, it is prefer- 
able to remain on the conservative side 
of the cost range in order to discour- 
age umneeded hauling of milk to city 
plants. Since some cooperatives and 
proprietary handlers are moving milk 
to market at a trucking cost of 44 
cents per hundredweight for a dis- 
tance of 200 miles, any higher location 
adjustment rate under the order for 
such distance could encourage moving 
country plant milk unnecessarily to 
city plants at the expense of the pool 
rather than having city plant opera- 
tors rely on milk moved directly from 
farms and through the more efficient 
assembly operations. 

Proprietary handler and producer 
association representatives submitted 
a wide range of data on the costs of re- 
ceiving milk through country plants. 
Two spokesmen for cooperatives that 
operate a number of country plants 
testified that their costs were about 5 
cents per hundredweight. Another 
cooperative’s witness stated that his 
association’s records indicate that 
country plant operating costs are 
ranging from 6.5 to 14 cents per hun- 
dredweight. One handler witness said 
that his costs averaged about 8 cents 
per one hundred pounds of milk. After 
considering all the data presented at 
the hearing, it is concluded that the 6 
cents now specified under the Order 1 
location adjustment schedule for oper- 
ating country plants should not be 


‘changed. Thus, the present price ad- 


justment of 16 cents at the 14th zone 
should be. decreased to 14 cents (8 
cents fixed hauling cost plus 6 cents 
reload cost). 

Changing the present 16-cent price 
adjustment at the 14th zone to 14 
cents would bring the location adjust- 
ments for distant zones generally in 
line with the actual hauling cost some 
handlers are incurring in moving milk 
to the primary market. If the price ad- 
justment at the 14th zone were re- 
duced 8 cents, as one proposal would 
do, the location adjustments would 
not sufficiently cover the cost of 
moving milk from the production area 
to the primary consumption centers. 

Several cooperative associations and 
proprietary handlers excepted to the 
recommended location adjustment 
rate of 50 cents per hundredweight for 
zone 1. They contended that the rate 
proposed by one cooperative, 52 cents 
per hundredweight, more nearly 
covers the cost of moving milk 
through country plants into the city. 
Some of the exceptors stated that 
their actual reloading costs are above 
6 cents per one hundred pounds of 
milk. They also contend that hauling 
costs have increased since the time of 
the hearing. 

The record does indicate that it 
costs more than 6 cents per hundred- 
weight to reload milk at small-volume 
operations. However, it also demon- 
strates that a substantial amount of 
milk is being reloaded at a cost of 6 
cents or less per hundredweight. Al- 
though various handlers contended in 
their exceptions that hauling costs 
have increased since the hearing, the 
decision must be based on evidence 
contained in the hearing record. In its 
exceptions, one producer association 
suggested that lowering the location 
adjustment between the 14th and 15th 
zones to 14 cents per hundredweight 
was not enough and asked that the ad- 
justment be lowered to 8 cents per 
hundredweight.. However, the associ- 
ation did not present any new argu- 
ments in support of this request. No 
departure from the 50-cent location 
adjustment for zone 1 should be made 
on the basis of the information pro- 
vided in these exceptions. 

At the hearing and in their briefs, 
numerous proprietary handlers and 
cooperative associations supported a 
lower location adjustment rate beyond 
the 21st zone. In fact, there was no 
testimony opposing this type of loca- 
tion adjustment scheduie. 

Analysis of production and class I 
sales statistics in the New England 
milkshed support one witness’ conten- 
tion that within 210 miles of Boston 
there is adequate milk produced tc 
satisfy the market’s normal class I 
demand. The industry wants to main- 
tain as high a degree of marketing ef- 
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ficiency as possible: This is achieved 
when the fluid milk requirements are 
obtained from the closest available 
sources and reserve supplies are pro- 
cessed into the more concentrated 
manufactured dairy products in the 
outlying areas of the milkshed, thus 
minimizing total transportation costs. 
Therefore, an economic incentive for 
handlers to keep reserve milk supplies 
in the country for manufacturing 
should-be incorporated into the loca- 
tion: adjustment schedule. By decreas- 
ing the location adjustment rate of 1.8 
cents applicable in the inner zones to 
1.5 cents for each 10-mile zone beyond 
zone 21, the desired procurement pat- 
terns would be promoted. 

2. Establishing several price zones 
within the “nearby plant” zone. In 
conjunction with the changes in class 
I and blended price location adjust- 
ments to reflect increased hauling 
costs, the current “nearby plant” zone 
should be divided into several pricing 
zones to encourage efficient milk 
movements and to promote more or- 
derly marketing. Generally, the zone 
structure should provide for decreas- 
ing class I and blended prices in an 
east to west as well as a south to north 
direction in recognition of a westward 
shift of the New England procurement 
area into New York State. 

Class I prices ' currently are not ad- 
justed for location within the “nearby 
plant” zone, which encompasses 2 sub- 
stantial proportion of the New Eng- 
land marketing area. All plants located 
in the States of Connecticut, Massa- 
chusetts (except Berkshire County), or 
Rhode Island are included in this zone 
and thus are subject to identical mini- 
mum order prices. The vast majority 
of pool distributing plants operated by 
handlers who are regulated under the 
order are located in the “nearby 
plant” zone, which accounts for over 
90 percent of the marketing area pop- 
ulation. 

The current “nearby plant’ zone 
should be divided into three geo- 
graphically-defined pricing zones plus 
a fourth area in which the zone loca- 
tion of any plant would be determined 
on the basis of highway mileage from 
the nearer of Boston, Mass. or Provi- 
dence, R.I. The order minimum class I 
prices that should apply in these areas 
are described under issue 3 that deals 
with the level of class I price under 
the order. 

All plants located in the State of 
Rhode Island, the Massachusetts 


1Class I and blended price location adjust- 
ments are identical under the order. For 
purposes of this discussion, location adjus- 
ments will be discussed only in the context 
of the class I price. However, the location 
adjustments applied to the class I price 
must be applied similarly to the blended 
price. This is necessary to provide the 
proper incentive for producer milk to move 
to the major consumption centers for fluid 
use. 
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counties of Barnstable, Bristol, Dukes, 
Norfolk, Plymouth, or Suffolk, or the 
area between Boston and Massachu- 
setts highway number 128 should be in 
zone 1. This zone includes the major 
cities of Boston and Providence and is 
generally described as southeastern 
New England. The class I price at 
plants in this zone would be 50 cents 
per hundredweight above the class I 
price at the 21st (base) zone. 

Plants located in the Connecticut 
counties of Fairfield, Hartford, Litch- 
field, Middlesex (only the townships 
of Cromwell, Durham, Haddam, Midd- 
lefield, or Portland), New Haven, or 
Tolland (only the townships of Elling- 
ton or Somers) should be in zone 7. 
This western area of Connecticut, 
which includes the cities of Danbury, 
Hartford, and New Haven, is adjacent 
to the eastern boundary of the New 
York-New Jersey marketing area. The 
class I price in this zone would be 10.8 
cents less than that for zone 1 (6 zones 
at 1.8 cents per zone) and 39.2 cents 
more than the zone 21 class I price. 

All plants located in the Massachu- 
setts counties of Hampden (except the 
townships of Brimfield, Holland, 
Monson, Palmer and Wales) or Hamp- 
shire (except the township of Ware) 
should be in zone 8. At plants located 
in this area, which includes the city of 
Springfield, the class I price would be 
12.6 cents iess than the zone 1 price 
and 37.4 cents more than the zone 21 
class I price. 

The zone location of each plant lo- 
cated in the States of Connecticut or 
Massachusetts (except Berkshire 
County) that is also located outside 
the specific zones previously listed 
should be determined on the basis of 
highway mileage from the nearer of 
Boston or Providence. In general, this 
area. encompasses the territory be- 
tween zone 1 (southeastern New Eng- 
land) and zones 7 and 8 (western Con- 
necticut and Massachusetts) and areas 
north of zones 1 and 8. 

Cooperative associations that repre- 
sent producers supplying the New 
England market proposed a restruc- 
turing of the “nearby plant” zone in a 
manner similar to that which is pro- 
vided herein. Two hearing notice pro- 
posals submitted by cooperative associ- 
ations were identical with respect to 
the areas to be included in each zone 
as well as the differences in prices 
among areas curently within the 
“nearby plant” zone. At the hearing, 
the proposals were modified slightly in 
identical fashion, 

The zoning structures. provided 
herein differs from the cooperatives’ 
revised proposais in two _ respects. 
First, the adopted zone 1 is smaller in 
area than the proposed ‘Eastern City 
Plant Location Zone.” The coopera- 
tives’ proposed eastern zone would en- 
compass the area in the adopted zone 
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1 as well as additional territory in 
Massachusetts, namely, all of Essex 
County, Middlesex County. (except the 
Townships of Ashby, Groton, Pepper- 
ell, Shirely and townsend) and an east- 
ern tier of 12 townships in Worcester 
county. Second, the areas included in 
the adopted zones 7 and 8 were pro- 
posed by cooperatives to be included in 
one “Western City Plant Location 
Zone,” which would not have provided 
for a price decrease from south to 
north in the western portion of the 
current “‘nearby plant” zone. 

The cooperatives’ specific zoning 
proposal, or the concept of zoning, for 
the present “nearby plant” zone was 
supported at the hearing or in briefs 
by several cooperative associations 
that represent producers supplying 
the New England and New York-New 
Jersey marketing areas and a propri- 
etary handler regulated under the © 
New England order. A trade associ- 
ation of 21 handlers regulated under 
the order also supported the proposed 
zoning approach provided the issue of 
intermarket price alignment (discussed 
under the following issue) was ade- 
quately resolved. 

Some of the reasons advanced by 
proponents for zoning were interrelat- 
ed with their desire to realign class I 
prices between the New England 
(Order 1) and New York-New Jersey 
(Order 2) Federal order markets. They 
testified that pricing changes effective 
November 1, 1977, in the Order 2 
market necessitated a price reduction 
in New England, particularly in the 
areas of the New England market ad- 
jacent to New York. Some witnesses 
stated that a price reduction of a mag- 
nitude necessary to align prices in the 
western portion of the New England 
market was not necessary in eastern 
segments of the market .(Boston/ 
Providence) that are well protected 
from the Order 2 market by distance. 
Also, some testified that by establish- 
ing different pricing zones in the 
*nearby plant” zone the blend price to 
New England order producers would 
decline by a lesser amount than if the 
same price reduction were applied 
throughout the area. 

Proponents also testified that the 
action is necessary to encourage mar- 
keting efficiency by establishing the 
incentive to move milk from west to 
east to the major consuming centers of 
the market (Boston/Providence). 
They stated that as the market shifts 
to greater dependence on supplies of 
milk from New York, it will become in- 
creasingly important to maintain a 
high enough price in the eastern con- 
sumption areas to attract this milk 
from beyond the consumption centers 
in the western portions of Connecticut 
and Massachusetts. Consequently, 
they claimed, an eastern zone price 
above the western zone price by the 
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tost of transportation between the two 
zones is necessary to place a producer 
in New York in a position of indiffer- 
ence as to which zone he ships milk. 
Proponents testified that the bound- 
aries of their proposed eastern and 
western zones were determined on the 
basis of the location of existing dis- 
tributing plants and the areas of sub- 


stantial overlapping route disposition. 


They indicated that the proposed 
price difference between the two zones 
was based on the variable hauling cost 
of 1.8 cents per hundredweight per 10 
miles. Since Hartford, Conn. and 
Springfield, Mass. are about 70 miles 
from Providence, R.I., prices in the 
western zone were proposed to be 12.6 
cents less than those for the eastern 
zone (7 zones times 1.8 cents). It was 
noted that the area between the east- 
ern and western zones would serve as a 
“buffer” zone in which the zone loca- 
tion of any plant should be deter- 
mined on the basis of distance from 
the nearer of Boston or Providence. 
Proponents indicated that such a 
“buffer” zone would eliminate any 
sharp difference in class I prices to 
handlers that could result if only two 
zones were established. Proponents 
stated that although handlers prob- 
ably could not transport packaged 
milk for 1.8 cents per 10 miles, the 
overall zoning approach comes closer 
than the current structure in achiev- 
ing competitive price alignment for 
handlers in procuring milk supplies. 

At the hearing, a proprietary han- 
dler regulated under the order sug- 
gested that the proposed eastern zone 


be extended westward to include the - 


area of Worcester, Mass. The handler, 
who operates a fluid milk plant in the 
eastern zone, stated that Worcester 
area handlers with whom he competes 
for class I sales in both the Worcester 
and Boston areas should have the 
same class I price as handlers in the 
* eastern zone. 

In their briefs, the proprietary han- 
djer and a trade association of 49 New 
Engiand milk dealers opposed any re- 
zoning of the current “nearby plant’”’ 
zone. Handlers stated that rezoning 
the “nearby plant” zone must be re- 
jected on statutory grounds since non- 
uniform prices to handlers would 
result, They further indicated that the 
record of the proceeding did not sup- 
port any price differentiation among 
handlers in the “nearby plant” zone in 
that there is no indication of a benefit 
to be derived by handlers. Rather, the 
benefit of rezoning would accrue to 
dairy farmers in the form of a lesser 
blended price reduction than if prices 
in the “nearby plant” zone were re- 
duced the same amount throughout 
the-zone in sufficient magnitude to 
align prices with Order 2. 

The issue of determining whether 
the pricing structure within the 
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“nearby plant” zone should be revised 
is not dependent upon the possible re- 
sulting impact on the overall level of 
returns to producers. Such considera- 
tion, as well as the issue of intermar- 
ket alignment of prices, is appropriate- 
ly considered under the following issue 
that deals with the level of the class I 
price that is necessary to assist in as- 
suring an adequate supply of milk for 
the New England market. 

There is substantial evidence in the 
record of the proceeding to firmly es- 
tablish a need to revise the pricing 
structure within the “nearby plant” 
zone. The “nearby plant’ zone con- 
tains almost 93 percent of the market- 
ing area population? and at the time 
of the hearing all but 8 of 89 pool dis- 
tributing plants were located in this 
three-State area. On the other hand, 
production within this area, which ac- 
counted for less than 24 percent of the 


approximately 414 million pounds of | 


milk pooled under the order in Decem- 
ber 1977, is far short of that needed to 
meet the fluid milk needs of handlers. 
Consequently, distributing plants 
must depend on sources of milk in 
other areas to obtain milk for bottling 
needs. New York and Vermont repre- 
sent by far the largest sources of 
supply for the marketing area and in 
December 1977 accounted for 27.9 and 
37.8 percent, respectively, of the milk 
pooled under the order. Maine and 
New Hampshire, the remaining States 
that comprise the order 1 milikshed, 
accounted for 4.7 and 6.1 percent, re- 
spectively, of the market supply 
during the same period. 

Adjustment of milk prices for plant 
location facilitates the orderly and ef- 
ficient movement of milk supplies 
from the major production areas to 
the consuming centers of the market 
and, conversely, it discourages uneco- 
nomic movements away from con- 
sumption centers toward supply areas. 
Since the New England market must 
depend on substantial supplies of milk 
located to the west and north of the 
principal and secondary consumption 
centers in the “‘nearby plant” zone, it 
is logical that location adjustments 
should increase milk prices from west 
to east as well as from north to south. 

The “nearby plant” zone, in which 
prices are currently not adjusted for 
plant location, does not promote or- 
derly marketing conditions. It is 
simply too large an area in which to 
maintain a “flat” pricing system. 


‘Official notice is taken of Federal Milk 
Order Market Statistics, Annual Summary 
for 1976, issued June 1977, and Current Pop- 
ulation Reports, Population Estimates, 
Series P-26, No. 76-45 (issued Aug. 1977), 
Series P-26, No. 76-29 (issued Aug. 1977), 
Series P-26, No. 76-39 (issued July 1977), 
Series P-26, No. 76-7 (issued Aug. 1977) and 
Series P-25, No. 715 (issued Dec. 1977), pub- 
lished by the Bureau of the Census, U.S. 
Department of Commerce. 


There is no price incentive to move 
milk either eastward or southward 
from the current western and north- 
ern boundaries of the zone. Further- 
more, there is no price incentive to dis- 
courage backward movements of milk 
toward northern and western produc- 
tion areas within the “nearby plant” 
zone. For example, milk in the rela- 
tively heavier production areas of the 
“nearby plant” zone (New London, 
Tolland, and Windham Counties, 
Conn., and Worcester County, Mass.) 
may move north or west to distribut- 
ing plants. Should this occur, it would 
require additional shipments of milk 
from distant areas to meet the fluid 
milk needs of the major consumption 
areas in southeastern New England. 
Such occurrences, which would in- 
crease transportation and energy costs 
to the detriment of the total interests 
of the market, are not representative 
of an orderly and efficient marketing 
system. 

The Boston/Providence area is the 
largest consumption center in the 
“nearby plant’ zone. The population 
of the area included in the coopera- 
tives’ proposed eastern plant zone rep- 
resents over 50 percent of the total 
marketing area population. Milk pro- 
duction in this area is minimal and 
consequently it is the principal deficit 
area in the ‘nearby plant” zone. 
Therefore, prices in this area must be 
higher relative to consumption centers 
located to the north and west that are 
nearer to the primary production 
areas. 

The need to decrease prices in a 
westward direction across the ‘nearby 
plant” zone is based on the importance 
of east central New York as a major 
source of supply for the New England 
market, as well as the fact that sec- 
ondary but significant consumption 
centers in the western parts of Con- 
necticut and Massachusetts are nearer 
to this supply source than the Boston/ 
Providence area. New York has been a 
source of supply for New England for 
a substantial period of time, with the 
volume of New York milk pooled in 
the New England markets continually 
increasing. The volume of New York 
milk pooled on the New England mar- 
kets increased from about 100 million 
pounds in December 1969 to 115 mil- 
lion pounds in December 1977, a 15- 
percent increase.* A further compari- 
son on a county basis between Decem- 
ber 1969 and December 1976 reveals 
that the volume of New England 
pooled milk originating in the four 
eastern New York counties of Colum- 
bia, Dutchess, Rensselaer, and Wash- 
ington declined by about 1 percent, 


3Official notice is taken of Sources of 
Milk for Federal Order Markets by State 
and County, U.S. Department of Agricul- 
ture, Consumer and Marketing Service, 
Dairy Division, issued Feb. 1971. 
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from 67 to 66 million pounds. Howev- 
er, milk originating in the more west- 
ern counties of New York (Orange, 
Ulster, Greene, Albany, Saratoga, 
Delaware, Schoharie, Montgomery, 
Fulton, and Otsego) doubled in 
volume, from about 14 to 28 million 
pounds. These data clearly indicate 
that there has been an increasing reli- 
ance on New York milk and that the 
New England milikshed has expanded 
westward into east central New York 
in recent years. 

If handlers in western Connecticut 
and western Massachusetts did not 
rely on nearby New York milk, it nor- 
mally would not be necessary to apply 
location adjustments from east to 
west. Alternative supply’ sources in 
Vermont are relatively equidistant 
from Boston and Hartford and would 
provide a basis to continue a flat price 
structure across southern New Eng- 
land. However, Hartford and other 
areas in the western portions of the 
marketing area, such as Springfield, 
Mass., are located much closer to 
supply sources in New York than to 
the heavy production areas in north- 
ern Vermont. Therefore, prices in the 
Hartford/Springfield area need not be 
as high as those in the Boston/Provi- 
dence area to attract milk supplies 
from New York. 

A lower price in Hartford/Spring- 
field than Boston/Providence will aiso 
establish the incentive to move milk 
from west to east across the current 
“nearby plant” zone. This is desirable 
im that a substantial part of the New 
York production area, which in addi- 
tion to being nearer to the western 
portions of Connecticut and Massa- 
chusetts, is also essentially equidistant 
from Boston and Providence. For ex- 
ample, Oneonta, N.Y. (Otsego 
County), which generally represents 
the western edge of the current New 
England milkshed in New York, is 242 
and 236 miles, respectively, from 
Boston and Providence.‘ In addition, 2 
lower price in Hartford/Springfield 
would discourage westward move- 
ments of milk from relatively heavy 
production areas in Connecticut and 
Massachusetts toward the New York 
supply area. 

Cooperative associations proposed a 
lower ciass I price for the western por- 
tions of Connecticut and Massachu- 
setts than for the major consumption 
area of Boston/Providence. The con- 
cept of the cocperatives’ proposal is 
valid, for reasons previously stated, 
and should be adopted, but in a some- 
what modified form. 

The Connecticut portion of the coo- 
peratives’ proposed western zone 


‘Mileages are obtained from Mileage 
Guide No. 11, Supplement No. 1, issued by 
Household Goods Carriers’ Bureau, Agent, 
Arlington, Va., on Feb. 21, 1978, effective 
May 15, 1978, of which official notice is 
taken. 
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should be in zone 7 since the city of 
Hartford is ‘approximately 70 miles 
nearer to major production areas in 
New York than the major consump- 
tion center of Providence. Consequent- 
ly, the class I price in the Hartford 
area should be 10.8 cents lower than in 
the Providence area, which for reasons 
hereinafter stated should be in zone 1. 

The city of Hartford is used to deter- 
mine the price level in zone 7, relative 
to Providence, since it and the sur- 
rounding areas represent the largest 
consumption center in western Con- 
necticut. All plants in this zone will 
have identical minimum order prices, 
as is currently the case. Any finer de- 
lineation of location , adjustments 
within this zone, on either an east to 
west or south to north basis, is not 
supported on the basis of this record. 

The Massachusetts portion of the 
cooperatives’ proposed western zone 
should be included in a lower priced 
zone than western Connecticut. 
Springfield, which is the major con- 
sumption center in western Massachu- 
setts, is a junction for the east-west 
and north-south Interstate Highway 
System. Springfield is also 25 miles 
north of Hartford and as such is 
nearer to production areas in Vermont 
and most of the heavy production 
areas in east central New York. Thus, 
a substantial proportion of the milk 
originating in either New York or Ver- 
mont can be expected to pass through 
Springfield en route to Hartford and 
other areas in zone 7. It is essential, 
therefore, to establish a lower price 
level in Springfield than Hartford to 
recognize its proximity to production 
areas as well as to provide an addition- 
al incentive for milk to move beyond 
Springfield to plants in western Con- 
necticut. 

The difference in prices at Spring- 
field and Hartford should be based on 
the extent to which Springfield is 
nearer to the major production areas 
than Hartford, as measured from the 
nearest major consumption area of 
Providence. Since Springfield is ap- 
proximately one zone (8 miles) more 


distant from Providence than Hart- * 


ford, prices at Springfield area plants 
should be 1.8 cents less than at Hart- 
ford. Consequently, the Massachusetts 
portion of the cooperatives’ proposed 
western zone should be in zone 8. 

A proprietary handler that operates 
a plant in the zone 7 area excepted to 
placing the Springfield and Hartford 
areas in different price zones on the 
grounds that such zoning was neither 
proposed nor supported by record evi- 
dence. 

Contrary to this handler’s views, the 
record evidence does establish the 
need to divide the proposed western 
zone into two different price zones. 
The fact that Hartford area handlers 
are located further from the major 
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procurement areas than Springfield 
area handlers, as well.as the structure 
of the Interstate Highway System, jus- 
tifies a difference in prices between 
the two areas. Although this specific 
zone differentiation was not specified 
in the hearing notice, two witnesses at 
the hearing specifically stated that 
there might well be a need to establish 
higher prices in the southern portions 
of the proposed western zone to either 
improve the intermarket price aline- 
ment or to insure that plants in such 
areas would be able to obtain adequate 
supplies of milk. Another witness also 
expressed concern over the ability of 
Connecticut handlers to obtain milk 
supplies at certain price levels that 
were proposed for the western zone. 
These concerns highlighted the need 
to fully explore record evidence con- 
cerning the geography of the miikshed 
and the routes by which milk would 
move from the production area to the 
secondary markets in the proposed 
western zone. As previously stated, 
these factors provide the basis for a 
finer delineation of pricing within the 
western zone area than was originally 
proposed by cooperatives. 

The cooperatives’ proposed eastern 
zone should be reduced in size for sev- 
eral reasons. First, any zone within 
which prices are not adjusted for loca- 
tion should be as small in area as pos- 
sible to eliminate the likelihood of rel- 
atively large price differences between 
plants that are close to each other at 
the edge of two bordering price zones. 
The larger the zone the greater the 
price difference there will be between 
a plant that is located just inside the 
zone and a plant located just outside 
the zone. Such a situation exists under 
the current pricing structure and 
would be intensified by adopting the 
cooperatives’ proposed eastern zone 
that would include territory north of 
Boston extending to the Massachu- 
setts border, including all of Essex 
County and most of Middlesex 
County. Currently, order prices at 
pool plants located in zone 4 in south- 
eastern New Hampshire are 3.6 cents 
per hundredweight lower than prices 
at pool plants located a few miles 
south of the Massachusetts border 
that are included in the ‘nearby 
plant” zone. The adopted location ad- 
justment rate of 1.8 cents would resuit 
in a 5.4-cent difference in price be- 
tween these plants that are within a 
few miles of each other. This price dis- 
parity problem can be rectified by ex- 
cluding 2 portion of northeastern Mas- 
sachusetts from the eastern (zone 1) 
zone. 

Ancther reason for excluding areas 
north and northwest of Boston from 
zone 1 is the obvious fact that plants 
in such areas are located closer to pro- 
duction areas in Maine, New Hamp- 
shire, and Vermont than plants in the 
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Boston area. Several cooperative asso- 
ciation witnesses presented testimony 
with respect to hauling costs incurred 
in moving milk southward from these 


northern areas. They indicated that it- 


costs less to move milk to northeastern 
Massachusetts than to Boston. Conse- 
quently, it would not be appropriate to 
extend a zone 1 price, which reflects 
total hauling costs to Boston, to plants 
located some 40 miles north of Boston. 

The border of zone 1 in northeastern 
Massachusetts should be Massachu- 
setts Highway No. 128. It represents a 
clearly recognizable and distinguish- 
able zone boundary around Boston at 
a distance of approximately 10 miles 
from the city. Plants located to the 
north and the northwest of such high- 
way will be in either zones 2, 3, or 4 de- 
pending on their distance from 
Boston. Consequently, price differ- 
ences among plants that are located 
within a few miles of each other would 
not be expected to exceed 1.8 cents per 
hundredweight. Plants located in 
these zones would have location ad- 
justments that relate to the cost of 
transporting bulk milk from produc- 
tion areas to the north and west. P 

An eastern tier of 12 townships in 
Worcester County that was proposed 
to be included in the eastern zone 
should not be included in zone 1. 
There are no pool plants located in 
this area and no testimony was pre- 
sented to indicate a special need for its 
inclusion. 

Testimony by cooperative witnesses 
concerning the cost of moving milk 
from north to south might indicate 
the need for a relatively higher price 
in Providence than Boston. Providence 
is 46 miles southwest of Boston and as 
such is more distant from the north- 
ern production areas. However, Provi- 
dence is relatively closer to production 
areas in New York than heavy produc- 
tion areas in northern Vermont. Also, 
most of the heavy production areas in 
east central New York are either 
nearer to Providence of are virtually 
equidistant to Providence and Boston. 
Therefore, a higher price in Provi- 
dence relative to Boston in view of 
north to south movements is not nec- 
essary in view of west to east move- 
ments of milk that can be made to sat- 
isfy the fluid milk requirements to 
Providence area handlers. . 

Two cooperative associations, a U.S. 
Congressman, and two proprietary 
handlers filed exceptions to the zone 1 
definition. One of the cooperative as- 
sociations and one handler requested 
that additional territory north of 
Boston be included in zone 1 as was 
proposed at the hearing, while the- 
other exceptors requested that certain 
territory in Norfolk County be ex- 
cluded from zone 1. 

The exceptions requesting the addi- 
tion of territory north of Boston were 
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filed by a cooperative association that 
operates a pool manufacturing plant 
in zone 3 and a proprietary handler 
that operates a distributing plant, in 
zone 1. They indicated that the exclu- 
sion of such area from zone 1 would 
create competitive problems for deal- 
ers since there is a substantial overlap 
of sales between dealers in such area 
with Boston area dealers. The cooper- 
ative association further stated that 
the reduction in _ transportation 
allowance at its manufacturing plant 
that results from its being in a lower 
priced -zone would increase the cost of 
using the plant to balance the fluid 
milk requirements of Boston and 
Providence area handlers. The cocper- 
ative also stated that hauling costs are 
greater to this plant due to the inter- 
mittent nature of shipments to the 
plant and that south-to-north zoning 
would be contrary to pricing needs if 
the New England market were ex- 
tended to include additional territory 
in Maine. 

The reasons advanced by exceptors 
do not provide a basis to extend the 
zone 1 boundary to include areas 
north of Boston. The record clearly es- 
tablishes that it costs less to haul milk 
from northern supply areas to plants 
located north of Boston than to plants 
located in Boston. To extend zone 1 to 
include territory up to 40 miles north 
of Boston would overprice milk at 
plants in such territory. In addition, 
no valid reasons were presented to in- 
dicate a unique situation with respect 
to areas north of Boston that would 
require consideration of the alterna- 
tive zoning procedures suggested. 

A proprietary handler who operates 
a distributing plant in Franklin Town- 
ship in Norfolk County excepted to 
being included in zone 1. The handler 
stated that he would be competitively 
disadvantaged on a large proportion of 
his fluid milk sales in the lower priced 
areas of western Connecticut and 
western Massachusetts. The handler 
stated that nearly 40 percent of his 
fluid milk sales are in the proposed 
zones 7 and 8 and that, consequently, 
zone 8 should be extended eastward to 
include his plant location. 

A US. Congressman and a coopera- 
tive association also filed exceptions 
relative to this handler’s situation. 
These views basically reiterated those 
expressed by the handler, i.e., he 
would be at a competitive disadvan- 
tage in a large proportion of his sales 
area because dealers with whom he 
competes would have lower prices ap- 
plicable at their plants under the new 
zoning structure. The cooperative as- 
sociation stated that the handler’s sit- 
uation is unique in that he is the only 
handler in zone 1 that has substantial 
route disposition in zone 7. The associ- 
ation suggested, therefore, that the 
handler’s location be removed from 


zone 1 to allow him to be competitive 
with respect to his sales in zone 7. 

The record does not contain evi- 
dence regarding the sales pattern of 
the handler as described in the various 
exceptions. Nevertheless, a situation 
of this nature would not provide a 
basis for changing the zone designa- 
tion of the handler’s plant. The pric- 
ing structure adopted herein is intend- 
ed to reflect the relative difference in 
costs of moving raw milk supplies from 
procurement areas to various plant lo- 
cations rather than to accommodate 
the disposition of fluid milk products 
from processing plants to secondary 
consumption areas. The area in which 
a plant distributes fluid milk products 
has no relationship to prices that are 
necessary to assure the delivery of raw 
milk supplies to a specific location. 
Consequently, an attempt to establish 
prices at various plants on the basis of 
different sales areas would. neither 
insure the delivery of adequate sup- 
plies of milk nor result in uniform 
prices to handlers similarly located. In 
addition, there is no evidence in the 
record of this proceeding to indicate 
that the location of exceptor’s plant 
requires the application of prices dif- 
ferent than those of other handlers in 
zone 1 to secure an adequate supply of 
milk. 

Plants located in areas that are cur- 
rently within the “nearby plant” zone 
that are not located in the geographi- 
cally defined pricing -zones provided 
herein should be zoned on the basis of 
mileage from the nearer of Providence 
or Boston, as proposed. In addition to 
establishing a “buffer” zone between 
eastern and western consumption cen- 
ters, it is consistent with the overall 
objective of encouraging eastward and 
southward movements of milk toward 
the major consumption centers of 
Boston and Providence. Class I prices 
at any plants so zoned will thus be 
based on the fact that the plant is lo- 
cated nearer to the major sources of 
supply relative to the nearest primary 
market center of Boston or Provi- 
dence. 

The arguments of proprietary han- 
diers who are opposed to restructuring 
the pricing system in the “nearby 
plant” zone are not convincing. They 
indicated that it would be more diffi- 
cult for Boston area handlers to com- 
pete for sales in areas west of Boston, 
such as Worcester, with handlers lo- 
cated in lower priced zones, Conse- 
quently, they contend that prices at 
Worcester area plants, as well as prices 
at plants throughout the “nearby 
plant” zone, should be the same as 
those at Boston and Providence. 

Such argument does not recognize 
the failure of the current pricing 
structure to reflect the lower value of 
milk delivered to plants located closer 
to the primary production areas for 
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the market. The application of prices 
at Worcester area plants at the same 
level as Boston area plants results in 
overvaluing milk in the former area by 
at least the additional cost of trans- 
porting bulk milk from Worcester to 
Boston. Worcester is located 40 miles 
west of Boston and is nearer to pro- 
duction areas in New York. Conse- 
quently, milk delivered to Worcester is 
not worth as much at that location as 
milk delivered to Boston. 

Two proprietary handlers that oper- 
ate distributing plants in zone 1 filed 
exceptions requesting that zone 1 be 
extended westward to include areas 
around the city of Worcester because 
both Boston area and Worcester area 
handlers have almost the same sales 
areas. In addition, one of the excep- 
tors, while opposing any change in the 
pricing structure of the ‘nearby 
plant” zone for reasons indicated in 
his post-hearing brief, specifically ex- 
cepted to the conclusion that milk de- 
livered to Worcester-area plants has a 
lower value than milk delivered to 
Boston. The handler stated that such 
conclusion is erroneous since there is 
no evidence in the record to show that 
such handlers have ever relied on sup- 
plies of milk from New York sources. 
Instead, he contends that Worcester 
area handlers secure milk supplies 
from either local or northern New 
England sources. 

As previously stated elsewhere in 
this decision, the extent to which han- 
dlers may compete with each other for 
fluid milk sales does not provide a 
proper basis to establish pricing zones 
under the order. Such zone prices 
must be based on plant location, 
rather than sales area, relative to the 
location of the principal supply areas 
for the market. In this regard, it is an- 
ticipated that there will be an incen- 
tive for milk supplies located north of 
Worcester and Boston to move to 
Boston. This is in keeping with the 
goal of encouraging the nearest availa- 
ble milk supplies to move toward the 
nearest major consuming centers of 
the market, in this instance, Boston. 
To the extent that this should result 
in the need for Worcester area han- 
dlers to seek alternative milk supplies, 
they may be obtained in New York. 
There has been an increasing reliance 
on New York supplies to fulfill the 
fluid milk requirements of New Eng- 
land handlers in the past and it is ex- 
pected that this trend will continue. 
Since New York and other western 
areas represent the alternative sources 
of supply for Worcester area handlers, 
and since such handlers are closer to 
these supplies than Boston area han- 
dlers, prices at such plants must re- 
flect a lower value than milk delivered 
to Boston. 

The pricing structure provided 
herein is intended also to provide 
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greater assurance that adequate sup- 
plies of milk will be made available to 


distributing plants in the Boston/. 


Providence segment of the market. 
This can best be effected by providing 
plant location adjustments to the class 
I and blended prices in the present 
“nearby plant” zone. that reflect the 
cost of moving milk across such zone 
from country supply plants. If the 
present “nearby plant” zone were re- 
tained, it would be necessary to limit 
the amount of the location adjust- 
ments under the order to cover trans- 
portation costs in moving milk from 
country supply plants to the northern 
and western edge of the zone and 
thereby rely on either producers or 
handlers to subsidize the additional 
cost of transporting milk across such 
zone. 

As indicated, New York and Ver- 
mont represent the largest sources of 
supply for the New England market. 
Also, the Boston/Providence area is 
the principal consumption center of 
the market. Any pricing structure that 
is intended to encourage orderly mar- 
keting conditions must recognize the 
above factors and provide the incen- 
tive for milk to move from the produc- 
tion areas to the major consumption 
center. The pricing structure provided 
herein recognizes these relevant fac- 
tors and should be more effective in 
promoting orderly marketing condi- 
tions to the benefit of the entire 
market than the maintenance of a 
“flat” price throughout the current 
“nearby plant” zone. 

3. Class I price differential. The 
present class I differential of $2.58 
that is applicable at the 2ist zone 
should be reduced to $2.42. With the 
adopted location adjustment schedule, 
this would result in a class I differen- 
tial at zone 1 of $2.92, compared with 
$2.98 presently. 

A basic purpose of the hearing was 
to consider proposals that were de- 
signed to improve class I price aline- 
ment between the New England 
market and the New York-New Jersey 
market. Cooperative associations and 
proprietary handlers offered a number 
of proposals which they believed 
would improve intermarket price align- 
ment. 

Proponent witnesses contended that 
the amendments to the New York-New 
Jersey Federal order that became ef- 
fective on November 1, 1977, changed 
the class I milk cost alinement be- 
tween distributing plants in the Order 
1 and Order 2 markets. Various wit- 
nesses pointed out that these amend- 
ments changed the cost of Order 2 
class I milk in a variety of ways. The 
class I differential was lowered 15 
cents per hundredweight and the han- 
dlers now receive a pool transportation 
credit of 15 cents per hundredweight 
on all farm bulk tank milk received at 
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their plant. Also, the transportation 
differentials were increased from 1.2 
cents per 10-mile zone to 1.8 cents per 
10-mile zone for the first 20 zones and 
to 1.5 cents per 10-mile zone beyond 
the 201-210 mile zone. In addition, the 
negotiable hauling deduction was in- 
creased from 10 cents per hundred- 
weight to 15 cents per hundredweight. 
It was noted that another amendment 
affecting the cost of class I milk under 
Order 2 is the increased direct delivery 
differential. The direct delivery differ- 
ential for bulk tank milk received from 
producers within the 1-70 mile zone or 
from producers who deliver their milk 
in cans to plants within such zones 
was increased from 5 cents per hun- 
dredweight to 15 cents per hundred- 
weight. It was argued that these 
changes could result in various reduc- 
tions in the cost of class I milk to an 
Order 2 plant depending upon the 
freight zone from which the milk was 
received. For example, a witness testi- 
fied that the class I cost for milk re- 
ceived from the 71-80, 141-150, and 
201-210 mile zones in the Order 2 
market was reduced by 27.2 cents, 31.4 
cents, and 35 cents per hundred- 
weights, respectively. 

Proponent witnesses contended that 
before Order 2 was amended, south- 
eastern New York handlers already 
had a significant advantage over 
southern New England handlers on 
their cost of class I milk. They claimed 
that for milk obtained from the 71-80, 
141-150, and 201-210 mile zones by 
New York handlers the Order 2 class I 
milk cost advantage over the “nearby 
plant’ zone class I milk cost to south- 
ern New England handlers was 22 
cents, 29 cents, and 38 cents, respec- 
tively. It was claimed that since No- 
vember 1, 1977, these differences have 
increased to 49 cents, 60 cents, and 73 


cents per hundredweight, respectively. 


A proponent witness contended that 
the increased cost differences have 
created competitive pressures over the 
short run and if not minimized will 
have damaging long-run effects on the 
New England dairy industry. 

A Connecticut handler organization 
representative expressed particular 
concern over the alinement of class I 
milk costs between Order 2 distribut- 
ing plants in Albany, N.Y., and Order 
1 distributing plants in southwestern 
New England. The witness stated that 
Albany is 83 miles from Springfield, 
135 miles from Bridgeport, Conn., 164 
miles from Providence, and 171 miles 
from Boston. Using a transportation 
differential rate of 1.5 cents per 10 
miles, he calculated that the proper 
alinement between Albany and the 
Order 1 “nearby plant” zone would re- 
quire reducing the Order 1 price from 
13.5 to 27 cents per hundredweight of 
milk. He contended that the disparity 
between his calculated alinement and 
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the present alinement of class I costs 
makes it very apparent that eventual- 
ly Order 2 handlers will increase their 
route distribution in the New England 
market. 

A spokesman for several producer 
associations was in full agreement 
with this contention. He further con- 
tended that the present alinement of 
class I prices between Order 1 and 
Order 2 would cause a substantial loss 
of class I sales by Order 1 handlers 
and create disorderly marketing. The 
witness stated that although it is 
never an easy decision to lower milk 
prices, it is the belief of the coopera- 
tives he represents that there must be 
a decrease in the Order 1 class I price 
to correct the price disparity between 
the two orders. 

Witnesses opposing any price reduc- 
tion presented data that demonstrated 
that there had not been a substantial 
increase in class I sales by Order 2 
bottlers in the New England market- 
ing area since the New York-New 
Jersey order was amended. On the 
other hand, a proponent witness noted 
that there is not complete reciprocity 
of health inspections between New 
York, Massachusetts, and Connecticut. 
He contended that this lack of reci- 
procity is one of the main reasons that 
the lower class I costs experienced by 
New York handlers has not resulted in 
the immediate influx of Order 2 pack- 
aged milk into the Order 1 market. He 
pointed out, however, that a number 
of bilis that might abolish this lack of 
reciprocity had been introduced in the 
Massachusetts House of Representa- 
tives. He contended that if the health 
inspection laws are changed, Order 2 
handlers would acquire a.lot of fluid 
milk accounts in the New England 
marketing area, thereby forcing sever- 
al New England plants to close be- 
cause of a loss of sales. 

Presently, there is an Order 1 han- 
dler in Danbury, Conn., that has 40 
percent of his route disposition in the 
Order 2 marketing area. At the hear- 
ing, this handler contended that the 
recent changes in Order 2 gave his 
New York competitors a cost advan- 
tage of up to 35 cents per 100 pounds 
of class I milk. He contended that the 
interstate highway system makes it 
economically feasible for numerous 
New York handlers to penetrate the 
western Massachusetts and western 
Connecticut class I markets. Conse- 
quently, he argued, the alinement 
problem not only threatens his New 
York sales but it could eventually un- 
dermine the entire southwestern New 
England class I market. He stated that 
unless the New England class I differ- 
ential is reduced he will be forced to 
adjust his route disposition to become 
regulated by Order 2. 

Opponent witnesses also presented 
data demonstrating that the route dis- 
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position of New England bottlers in 
the Order 2 market had not decreased 
since the recent Order 2 amendments. 
However, a Connecticut Order 1 
bottler attributed this to the long- 
term nature of some fluid milk supply 
contracts. He contended that since 
school and institutional bid contracts 
are binding for an entire season, the 
misalinement of class I costs between 
the two orders would not immediately 
decrease the class I sales of Order 1 
handlers into the Order 2 marketing 
area. 

Proponent witnesses were also con- 
cerned about the potential movement 
of bulk milk from Order 2 plants to 
Order 1 plants. The proponents con- 
tended that the current price differ- 
ence between Order 1 and Order 2 ex- 
ceeds the cost of transporting bulk 
milk from an Order 2 plant to a New 
England plant. Under these circum- 
stances, they claimed, milk might be 
transshipped from an Order 2 plant to 
a high class I use plant in New Eng- 
land at less than the Order 1 class I 
price. Proponents argued that these 
shipments would disrupt the competi- 
tive relationship of handlers in Order 
1. as well as result in the loss of class I 
sales to producers on the New England 
market. 

A cooperative association witness in- 
troduced into the record numerous 
statistics portraying the recent history 
of milk prices and production in the 
Northeast markets. During August, 
September, and October of 1977, the 
Order 1 blended price at the 2ist zone 
was 31, 33, and 35 cents higher, respec- 
tively, than the Order 2 uniform price 
at the 201-210 mile zone. The first 2 
months that the amendments to 
Order 2 were in effect, November and 
December of 1977, the differences in- 
creased to 53 and 55 cents per hun- 
dredweight, respectively. Milk pro- 
duced in New York and New England 
during the last quarter of 1977 exceed- 
ed production in the same quarter of 
1976 by 4 and 5 percent, respectively. 
The witness believed that a small drop 
in the Order 1 class I differential 
would not, at this time, jeopardize the 
ability of dairymen to adequately 
supply the class I needs of the New 
England market. He contended, how- 
ever, that it is critical that the proper 
price alinement be achieved to prevent 
a disorderly flow of milk. 

Another cooperative association wit- 
ness contended that if the class I price 
under Order 1 is not reduced there 
will be significant shifts in route dispo- 
sitions that will cause drastic reduc- 
tions in the New England blended 
price. He noted that a 1-percent drop 
in the Order 1 class I utilization would 
result in a blended price decrease of 
approximately 2.5 cents. He further 


_ Stated that his producer association is 


willing to sustain a small reduction in 


blended prices, due to a decreased 
class I price, to prevent the loss of 
class I sales which would translate 
into a much larger reduction later. 

Although several proprietary han- 
dlers and numerous cooperative associ- 
ations agreed that it was imperative 
that the New England class I price be 
reduced, they did not concur on the 
magnitude of this reduction. One wit- 
ness testifying for the Connecticut 
trade association supported the aline- 
ment of class I prices which existed 
between Order 1 and Order 2 distrib- 
uting plants prior to November 1, 
1977. To reinstate that alinement, the 
association proposed that the Order 1 
zone 21 fluid differential be lowered 30 
cents, to $2.28. Numerous cooperative 
associations contended instead, that a 
reduction of this magnitude was not 
necessary and advocated reductions 
ranging from 12 to 20 cents per hun- 
dredweight. Various witnesses support- 
ed a class I differential ranging for the 
proposed western zone from $2.68 to 
$2.854 and for the proposed eastern 
zone from $2.68 to $2.98. 

Twenty-two individual dairy farm 
operators testified during the course 
of the hearing. The dairymen indicat- 
ed strong opposition to any proposal 
that would result in a decrease in the 
class I differential. They claimed that 
dairy farmers cannot afford a reduc- 
tion in their returns for milk. 

Two cooperative associations also 
testified in opposition to a decrease in 
the class I differential. The witnesses 
claimed. that production costs in the 
Order 1 milkshed have been increasing 
and returns to producers have not 
been keeping up. The cooperatives 
contended that a decrease in the New 
England class I differential would be 
contradictory to the higher production 
costs. 

Two New York-based cooperatives 
with members shipping to New Eng- 
land handlers opposed a decrease in 
the Boston class I differential. One co- 
operative association witness stated 
that the weighted average cost of class 
I milk to an Order 2 New York City 
handler is $2.88 over the basic formula 
price. The distance from Washington, 
D.C., to New York is 235 miles and 
from New York to Boston is 208 miles. 
The witness contended that since the 
price spread is 10 cents between Wash- 
ington and New York ($2.78 at Wash- 
ington vérsus $2.88 at New York) and 
10 cents between New York and 
Boston ($2.88 at New York versus 
$2.98 at Boston), it would be logical 
and consistent to continue the Boston 
price at $2:98. However, because of the 
close proximity of the proposed west- 
ern zone to New York City, he sup- 
ported a 12-cent decrease in the west- 
ern zone’s class I differential. 

The record of this proceeding does 
not indicate any significant changes in 
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handlers’ sales patterns or changes in 
the volume of either bulk or packaged 
milk movements between the Order 1 
and Order 2 markets since the amend- 
ment of Order 2 on November 1, 1977. 
However, it may well be that an insuf- 
ficient period of time had elapsed be- 
tween the date of the hearing and the 
Order 2 amendments for any such 
changes to occur. Also, it may well be 
that the absence of health reciprocity 
among the various States has tended 
to restrict interorder milk movements 
or sales pattern changes that are an- 
ticipated by those supporting a de- 
crease in the class I price differential 
at this time. Except for the competi- 
tive situation faced by the Danbury, 
Conn., handler who has route disposi- 
tion in the Order 2 market, the record 
does not demonstrate the existance of 
current disorderly marketing condi- 
tions resulting from the current rela- 
tionship of class I costs between the 
two Federal orders, as contended by 
opponents of any class I price reduc- 
tion in New England. 

Although there was no showing on 
the record of any major intermarket 
disorderly marketing conditions attrib- 
utable to class I pricing, the potential 
for such conditions clearly exists. It 
would not be unreasonable to expect 
some eventual change in the reciproc- 
ity arrangements among States in the 
Northeast regarding milk. Should milk 
begin moving freely into New England, 
there could be some difficult competi- 
tive problems facing both Order 1 
fluid milk distributors and producers. 
Order 1 handlers would be threatened 
with a loss of their business due to an 
inability to compete in price with 
Order 2 distributors. At the same time, 
the established outlets of New Eng- 
land order producers would be jeop- 
ardized. Consequently, it is reasonable 
at this time to establish a pricing 
structure for New England that ties in 
properly with the Order 2 market. 
This will provide both Order 1 and 
Order 2 handlers with the opportunity 
to plan their future operations within 
the pricing framework that presum- 
ably would have to be established at 
some later time in response to changed 
distribution patterns. 

It must be noted at this point that 
the revised location adjustments and 
rezoning of the “nearby plant” zone, 
which are necessary to reflect in- 
creased hauling costs and current pro- 
curement patterns, would aid material- 
ly in alining prices in western New 
England with the Order 2 market. 
However, in increasing the location ad- 
justment rate, it is necessary to deter- 
mine whether the present class I price 
differential at the 21st zone should be 
continued, which would necessitate a 
higher price at zone 1, or whether the 
Boston price should be continued, 
which would require a lower price at 
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the 21st zone, or whether some combi- . 


nation of adjustments is necessary. In 
deciding this issue, recognition should 
be given to intermarket price aline- 
ment problems. 

Two basic price alignment concerns 
were presented by Order 1 handlers. 
One is the disparity in fluid milk costs 
between Order 2 handlers in the 
Albany, N.Y., area and Order 1 han- 
dlers supplying the New England 
market. The other concern is the dis- 
parity in class I milk costs between 
handlers under Order 2 who are in the 
New York City metropolitan area and 
Order 1 handlers in the southwestern 
part of the New England area. 

The record demonstrates that the 
Order 1 class I differential is not in 
harmony wih the current market situ- 
ation. The value that the order at- 
taches to milk affects the degree to 
which Order 1 handlers are able to 
compete effectively with handlers reg- 
ulated under other orders. Thus, revi- 
sion of the Order 1 class I differential 
is essential if orderly and stable mar- 
keting conditions for handlers and 
producers in the New England market 
are to be assured. 

The record shows that there is a sig- 
nificant amount of intermarket class I 
milk sales competition between an 
Order 1 handler whose plant is in Dan- 
bury, Conn., and Order 2 handlers lo- 
cated in the New York City metropoli- 
tan area. The area of overlapping sales 
competition is in the Order 2 market- 
ing area. However, if the Order 1 han- 
dler at Danbury were to adjust his 
sales volume in the respective markets 
to become pooled in the Order 2 
market, he undoubtedly would contin- 
ue to maintain a significant amount of 
his class I milk sales in the Order 1 
market in competition with Order 1 
handlers. In these circumstances or- 
derly marketing would be enhanced if 
the class I price level established for a 
plant in Danbury, Conn., was the same 
under both orders. Thus, if this han- 
dler shifts regulation between orders it 
would have no impact on the class I 
price relationship faced by such a han- 
dler and his competitors in either 
market. 

The record indicates that on the 
basis of the costs of procuring milk 
from supply plants and directly from 
farms and the relative proportions 
from each source, the weighted aver- 
age cost of class I milk to an Order 2 
New York City handler is $2.88 over 
the basic formula price. The Order 1 
distributing plant at Danbury, Conn., 


is located in the Order 2 41-50 mile 


zone. Plants in the Order 2 41-50 mile 
zone have a class I location differen- 
tial that is 7.2 cents lower than the 
differential applicable at New York 
City plants. Under the Order 1 zoning 
adopted herein, Danbury and the rest 
of western Connecticut would be in 
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zone 7 and Boston would be in zone 1. 
Also, the adopted class I location ad- 
justment for zone 1 would be 10.8 
cents higher than that adopted for 
zone 7. Therefore, for the two markets 
to be properly alined under these cir- 
cumstances, Boston must have a class 
I differential of $2.92 ($2.88—17.2 
cents+10.8 cents=$2.92). Since the 
adopted zone 1 location adjustment 
under Order 1 class I would be plus 50 
cents, the Order 1 differential at zone 
21 should be $2.42 over the basic for- 
mula price for the second preceding 
month. : 

In responding to the recommended 
decision, two New York based coopera- 
tives excepted to the 6-cent per hun- 
dredweight decrease in the zone 1 
class I differential. They contended 
that it is not proper to reduce the 
class I differential for zone 1 by tieing 
the Order 1 class I differential at an 
isolated point in the. marketing area 
(Danbury, Conn.) to the Order 2 class 
I differential at that location and then 
adjusting prices by 1.8 cents per 10 
miles from that plant zone to Boston. 
They hypothesized that if a handler 
at Danbury, Conn., were to become an 
Order 2 distributing plant it would 
have to procure milk in a northwester- 
ly direction to obtain an adequate 
supply of milk. They claimed that 
handlers would be involved in obtain- 
ing milk from similar production areas 
and with similar hauling distances as 
his Order 2 competition. It was also 
their contention that the fact that 
this plant is located in the Order 2 41- 
50 mile zone is insignificant because it 
is no closer to the milk supply than 
Order 2 plants situated at Yonkers, 
N.Y., or Wallington and Union, N.J., 
and would therefore have the same 
raw milk costs as its Order 2 competi- 
tion located in these areas. 

The proposed Order 1 intramarket 
price structure was set out in the first 
two issues of this decision. Once the 
appropriate intramarket alinement 
was determined, the class I price for 
the entire New England market could 
be established by finding the proper 
class I price level at any location 
within the market. To determine the 
proper class I price level for the 
market, it is necessary to consider in- 
termarket alinement. Intermarket 
alinement is most crucial to the main- 
tenance of orderly marketing in the 
areas of greatest intermarket competi- 
ticn. The areas of greatest intermar- 
ket competition between the New Eng- 
land and New York-New Jersey mar- 
kets are western Connecticut and 
southeastern New York. 

If a handler at Danbury, Conn., 
became regulated under Order 2 and 
procured supplies from northwest of 
his plant, he would not have to haul 
these supplies as far as New York City 
plants procuring from the same areas. 
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New York City is 189 miles from On- 
eonta, N.Y., and 229 miles from Utica 
N.Y. Danbury is only 151 miles and 
191 miles from these locations, respec- 
tively. A large proportion of the Order 
2 milk supply is produced in the vicini- 
ty of Gneonta and Utica, which is in 
central New York State. Since a Dan- 
bury plant would be 35 to 40 miles 
closer te these supplies than a New 
York City plant, hauling costs to Dan- 
bury would be 6.3 to 7.2 cents less than 
hauling costs to New York City (35 
miles 0.18 cent per mile=6.3 cents; 40 
miles x 0.18 cent per mile=7.2 cents). It 
is therefore proper intermarket aline- 
ment for the raw milk class I cost at 
Danbury to be 6.8 cents per hundrea- 
weight less than at New York City. It 
is true that plants near Yonkers, N.Y., 
and Wallington, N.J., are not as far 
from the supply areas as plants in New 
York City. However, for the same 
reason, their cost of class I milk would 
be something less than the $2.88 per 
hundredweight over the basic formula 
price that New York City handlers 
pay. Therefore, a class I differential of 
$2.812 ($2.88-—6.8 cents=$2.812) for 
western Connecticut will effectuate in- 
termarket alinement between Order 1 
plants in this area and Order 2 plants 
in southeastern New York. 

Moreover, a class I differential of 
$2.92 at Boston and Providence is in 
alinement with a New York City dif- 
ferential of $2.88 in the procurement 
of milk from the heavy production 
areas of central New York State. For 
example, the highway mileages from 
Utica, N.Y., to Boston, Providence, and 
New York City are 251, 248, and 229, 
respectively. Thus, the central New 
York production area is only some 20 
miles farther from Order 1 zone 1 
plants than New York City plants. 
The 4-cent higher price at Order 1 
zone 1 plants should closely reflect the 
amount of the additional cost in haul- 
ing milk from central New York to 
such plants compared to plants in New 
York City. 

In their exceptions, several propri- 
etary handlers and a cooperative asso- 
ciation favored a 20-cent reduction in 
the Order 1 zone 21 class I differen- 
tial, contending that this figure, 
rather than the proposed 16-cent de- 
crease, would bring about better aline- 
ment with Order 2 class I prices. On 
the other hand, in another exception 
certain Vermont dairy farmers reiter- 
ated their opposition to any decrease 
in the Order 1 class I differential. 
These exceptions, however, did not 
raise any points that had not already 
been considered in determining the ap- 
propriate class I differential. Based on 
these exceptions, no departure from 
the recommended decision should be 
made with respect to the class I differ- 
ential to be included in the revised 
order. 
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Numerous witnesses were concerned 
about the class I cost alinement be- 
tween the Albany, N.Y., area and 
southwestern New England. The aver- 
age differential cost to any Order 2 
Albany handler in the 131-140 mile 
zone for class I bulk tank milk ob- 
tained directly from farms in that 
zone is $2.376 per hundredweight. This 
consists of the class I differential of 
$2.376 that is applicable at the town- 
ship pricing points in that zone, a 30- 
cent farm-to-plant hauling cost, a pool 
transportation credit te the handler of 
15 cents, and the maximum hauling 
deduction negotiated with the produc- 
er of 15 cents. By comparison, the dif- 
ferential cost for class I milk obtained 
directly from farms by an Order l 
plant in Springfield or Hartford would 
be $2.794 and $2.812, respectively, 
under the order changes adopted 
herein. To compete in either of these 
cities, an Albany handler would incur 
the additional costs of moving pack- 
aged milk from Albany to the respec- 
tive areas. Albany is 82 miles from 
Springfield and 102 miles from Hart- 
ford. A Purdue University study of 
1976 packaged milk transportation 
costs that was placed in the record in- 
dicates that the average fixed hauling 
cost was 10.03 cents per hundred- 
weight and the average variable cost 
was 0.319 cent per mile. The applica- 
tion of this formula to the distances 
between Albany and Springfield and 
Albany and Hartford yields a trans- 
portation cost of 36.2 cents (0.319 
cent x82+10.03 cents) and 42.6 cents 
(0.319 cent x 102-+10.03 cents), respec- 
tively. When added to the average dif- 
ferential cost at Albany of $2.376, 
these transportation rates yield a class 
I cost at Springfield of $2.738 and at 
Hartford of $2.802. l 

One handler stated in his exceptions 
that the 10.03-cents fixed transporta- 
tion cost for moving packaged milk 
should not be used in the above com- 
putation. He contended that any 
movements of packaged milk from 
Albany to the Springfield/Hartford 
area would most likely be directly to 
retail outlets, as opposed to being 
moved to a plant or distribution depot 
from where the cost of serving custom- 
ers would be the same as for an Order 
1 plant. Accordingly, the handler con- 
tends that the Order 1 class I differen- 
tial should be reduced an additional 10 
cents. 

The above transportation rate is 
based on plant-to-plant and plant-to- 
distribution depot hauling costs with 
an average volume per shipment of 
30,074 pounds and an average utiliza- 
tion of truck capacity of 88 percent. It 
is questionable whether such high 
average volume per shipment and such 
high utilization of truck capacity 
could be sustained on a direct-delivery 
basis to retail customers. If not, it is 


likely that costs per hundredweight 
could be higher than in the Purdue 
study. 

It should be pointed out that the 
above cost comparison is based on a 
farm-to-plant hauling cost of 30 cents 
per hundredweight for the Albany 
based handler. Should such farm-to- 
plant hauling exceed 30 cents, the 
Order 2 effective cost of milk should 
be increased accordingly. This could 
well be the case since in their posth- 
earing briefs, to arrive at an effective 
cost of class I milk to an Albany based 
handler, two New York based coopera- 
tives estimated farm-to-plant hauling 
costs of 40 cents. Moreover, competi- 
tion from the Order 1 blended price to 
producers could force bottlers in the 
Albany area to pay New York produc- 
ers more than the Order 2 uniform 
price. As previously stated, the Order 
1 blended price exceeds the Order 2 
uniform price by some 50 cents per 
hundredweight. 

One witness claimed that Order 2 — 
Albany area handlers were not paying 
over-order prices for milk. However, it 
is noted that their supplies were not 
approved for class I use in Massachu- 
setts or Connecticut. Springfield and 
Hartford handlers cannot bottle milk 
that has not been approved by their 
respective State’s health authority. 
Consequently, they have not been 
competing with Albany handlers for 
this production. Also, Albany handlers 
cannot supply the fluid milk markets 
in Massachusetts or - Connecticut 
unless all their milk supply is ap- 
proved by the respective health au- 
thority. However, if the New York pro- 
ducers gain this health approval, they 
will have a substantial price incentive 
to obtain a pooling outlet under Order 
1. Consequently, it can be expected in 
this case that Order 2 handlers located 
in the Order 1 supply area would have 
to pay significantly more than the 
Order 2 minimum uniform price to 
these producers or incur additional 
transportation costs in procuring an 
alternative supply from beyond the 
normal Order 1 supply area in New 
York State. 

The resolution of the complex pric- 
ing issues involved in this proceeding 
cannot be contingent upon the mainte- 
nance of the current level of returns 
to Order 1 producers. Any action to 
make Order 1 milk more competitive 
with Order 2 milk necessarily requires 
some reduction in returns. The propo- 
nent cooperatives fully realize that 
their proposals would have this effect. 
Although some producers testified at 
the hearing that the maintenance of 
the present level of returns should be 
an overriding consideration, such testi- 
mony was presented on behalf of a rel- 
atively small segment of the market’s 
producers. 
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An additional point that an oppo- 
nent raised at the hearing was that 
the class I price should not be reduced 
at a time when the cost of hauling al- 
ternative milk supplies from the Min- 
nesota-Wisconsin area is increasing. 
This position was supported by two 
New York based cooperatives and a 
group of Vermont dairy farmers in 
their exceptions to the recommended 
decision. They also contended . that 
since Danbury, Conn., is farther than 
New York City from Eau Claire, Wis., 
“ milk supplies should not cost less in 
Danbury than in New York City. The 
producer groups did not demonstrate, 
however, that the class I price under 
the proposed order changes would not 
be reasonably coordinated with prices 
in the Midwest. Their concern in this 
regard is not persuasive, since there 
are fully adequate supplies of milk 
produced in the Order 1 and Order 2 
milksheds for these markets. 

In its exception, one cooperative @s- 
sociation claimed that the recommend- 
ed decision was based on speculation 
about what would occur if the health 
regulations imposed on _ out-of-area 
supplies by New England State au- 
thorities were relaxed. They also con- 
tended that order amendments should 
not be based on speculative potential 
for disorderly marketing conditions. 


The Department agrees with the ex-. 


ceptor that order amendements 
should not be based on speculation. 
However, the herein proposed amend- 
ments to Order 1 are based on existing 
economic factors rather than specula- 
tion. 

At the hearing and in their excep- 
tion to the recommended decision, an 
Order. 2 cooperative federation con- 
tended that the Order 1 and Order 2 
marketing areas and their overlapping 
milk supply areas have become so 
closely entwined that no change in the 
Order 1 class I price level should be 
made on the basis of a hearing where 
only the Order 1 class I price can be 
considered. They also contended that 
adequate consideration of possible 
needed changes in the Order 1 class I 
price can only be made by reviewing 
the intermarket relationship between 
Order 1 and Order 2 in the same hear- 
ing. 

The adoption of changes for Order 1 
need not be contingent upon the hold- 
ing of a joint hearing for Order 2 as 
well. In any amendment proceeding 

for a market, the effect of proposed 
order changes on neighboring markets 
must be taken into consideration by 
the Secretary to minimize any disrup- 
tive impact on such markets. However, 
this does not require that there be 
joint hearings, nor can it be concluded 
from the hearing record or exceptions 
that a joint Order 1-Order 2 hearing 
should be held before amending Order 
:. 
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The amendments provided herein 
would result in an average decrease of 
about 7 cents per hundredweight in re- 
turns to Order 1 producers. This is sig- 
nificantly less than 1 percent of the 
prevailing pay price to producers. The 
slightly lower returns should not jeop- 
ardize the maintenance of adequate 
supplies of pure and wholesome milk 
for the New England market. 

4. Conforming changes. In the as- 
signment provisions of the order, the 
terms “zone nearest to Boston” and 
“most distant zone from Boston” are 
used to specify that certain skim miik 
and butterfat assignments to classes 
should be made in sequence according 
to the location of the plants from 
which.-the miik was received. Since the 
amendments adopted herein provide 
for the use of Boston and Providence 
as basing points, the above-cited terms 
are changed to “lowest numbered 
zone” and “highest numbered zone” to 
conform with the intent of the present 
provisions of the order. 

The assignment provisions of the 
order provide that at pool distributing 
plants that have received bulk fluid 
milk from pool plants located outside 
the nearby plant zone, prior assign- 
ment of a certain amount of receipts 
from producers and cooperative associ- 
ation bulk tank handlers be made to 
class II. Such assignment, commonly 
referred to as the “set-aside”, reflects 
the fact that there is a certain amount 
of unavoidable class II use at pool dis- 
tributing plants. This “set-aside” is for 
the purpose of assigning milk receipts 
from other pool plants to class I so 
that a transportation allowance would 
be effected on transfers of milk from 
pool plants to pool distributing plans 
located in higher priced zones. (Such 
assignment is to be made in sequence 
beginning with the lowest numbered 
zone.) 

There are three pool manufacturing 
plants lecated in the present nearby 
plant zone. Skim milk is frequently 
transferred from these plants to pool 
distributing plants for use in fluid 
milk product disposition. To carry out 
the intent of the multiple zone price 
structure adopted herein in place of 
the nearby plant zone, transfers of 
bulk fluid milk products for class I use 
should be encouraged between plants 
in the territory that has been in the 
nearby plant zone. Otherwise, milk 
from more distant sources would need 
to be moved for class I use at pool dis- 
tributing plants. To aid in encouraging 
class I use of any available reserve 
milk at plants in the present nearby 
plant zone, the present term “pool 
plants located outside the nearby 
plant zone” as contained in the assign- 
ment provisions should be changed to 
“other pool plants”. 

The “Plant location adjustments”, 
section of the order now provides for 
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the use of “Mileage Guide No. 10, and 
supplements to and revisions thereof, 
issued by Household Goods Carriers’ 
Bureau, Agent, Arlington, Virginia’. 
Mileage Guide No. 11 has been issued, 
and a proposal was made that the new 
Mileage Guide No. 11 be used in place 
of Mileage Guide No. 10. The adopted 
order language so provides, since the 
new Mileage Guide represents a revi- 
sion of Mileage Guide No. 10. 

A proprietary handler proposed that 
a conforming change be made in the 
“Payments to producers” section of 
the order. This section states that a 
handler may elect to pay producers at 
the price applicable at the zone loca- 
tion of the plant from which his milk 
is diverted if it is diverted to a plant in 
a lower-priced: zone. Under this option 
the handler can quote his producers a 
single pay price that is at least the 
minimum order price. Proponent han- 
dler would like to be able to quote his 
producers a single price when he di- 
verts their milk to plants in either 
lower or higher price zones. Such han- 
dier operates two distributing plants 
under the order that have been in the 
same pricing zone but which would be 
placed in separate price zones under 
the provisions adopted herein. This 
handler diverts his producer milk sup- 
plies between his plants but prefers to 
be able to quote such producers a 
single plant price and a single hauling 
rate so that all his producers in a 
given procurement area receive the 
same net price irrespective of the 
plant to which the milk was actually 
delivered. Moreover, the handler 
states that such payrolling practice fa- 
cilitates more simplified computer 
payrolling operations in his account- 
ing department. 

Under the proposals to provide sev- 
eral zones within the present “nearby 
plant” zone, this handler would desire 
to pay producers on the basis of one 
price and one hauling rate when their 
milk is diverted to either a higher or 
lower price zone. This practice can be 
accommodated under the order as long 
as the resulting net payment to each 
producer is not less than that other- 
wise required on the basis of the milk 
being priced at the location of the 
plant where physically received. For 
example, a handler may procure milk 
from a producer on the basis of the 
blended price and hauling rate to his 
plant in zone 7 but divert milk to a 
plant in a higher-priced zone and pay 
the additional hauling cost on the 
milk diverted to the higher-priced 
zone. Such producer would receive the 
same net price as if he were to incur a 
higher hauling charge on the milk di- 
verted (in the amount of the differ- 
ence in the plant location adjustments 
for the two plants) and be paid the 
blended price at the plant to which 
the milk was diverted. 
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It is concluded that a handler should 
be accommodated in procuring milk 
from a producer on the basis of a 
single pay price and.a single hauling 
rate deduction, as long as the net pay- 
ment to the producer is not less than 
that otherwise required on the basis of 
pricing at the plant where the milk is 
physically received. 


RULING ON PROPOSED FINDINGS AND 
CONCLUSIONS 


Briefs and proposed findings and 
conclusions were filed on behalf of cer- 
tain interested parties. These briefs, 
proposed findings and conclusions and 
the evidence in the record were consid- 
ered in making the findings and con- 
clusions set forth above. To the extent 
that the suggested findings and con- 
clusions filed by interested parties are 
inconsistent with the findings and con- 
clusions set forth herein, the requests 
to make such findings or reach such 
conclusions are denied for the reasons 
previously stated in this decision. 


GENERAL FINDINGS 


The findings and determinations 
hereinafter set forth are supplemen- 
tary and in addition to the findings 
and determinations previously made in 
connection with the issuance of the 
aforesaid order and of the previously 
issued amendments thereto; and all of 
said previous findings and determina- 
tions are hereby ratified and affirmed, 
except insofar as such findings and de- 
terminations may be in conflict with 
the findings and determinations set 
forth herein: 

(a) The tentative marketing agree- 
ment and the order, as hereby pro- 
posed to be amended, and all of the 
terms and conditions thereof, will tend 
to effectuate the declared policy of 
the Act; 4 

(b) The parity prices of milk as de- 
termined pursuant to section 2 of the 
Act are not reasonable in view of the 
price of feeds, available supplies of 
feeds, and other economic conditions 
which affect market supply and 
demand for milk in the marketing 
area, and the minimum prices speci- 
fied in the tentative marketing agree- 
ment and the order, as hereby pro- 
posed to be amended, are such prices 
as will reflect the aforesaid factors, 
insure a sufficient quantity of pure 
and wholesome milk, and be in the 
public interest; and 

(c) The tentative marketing agree- 
ment and the order, as hereby pro- 
posed to be amended, will regulate the 
handling of milk in the same manner 
as, and will be applicable only to per- 
sons in the respective classes of indus- 
trial and commercial activity specified 
in, a marketing agreement upon which 
a hearing has been held. 
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RULINGS ON EXCEPTIONS 


In arriving at the findings and con- 
clusions, and the regulatory provisions 
of this decision, each of the exceptions 
received was carefully and fully con- 
sidered in conjunction with the record 
evidence. To the extent that the find- 
ings and conclusions, and the regula- 
tory provisions of this decision are at 
variance with any of the exceptions, 
such exceptions are hereby overruled 
for the reasons previously stated in 
this decision. 


MARKETING AGREEMENT AND ORDER 


Annexed hereto and made a part 
hereof are two documents, a Market- 
ing Agreement regulating the han- 
dling of milk, and an order amending 
the order regulating the handling of 
milk in the New England marketing 
are which have been decided upon as 
the detailed and appropriate means of 
effectuating the foregoing conclusions. 

It is hereby ordered, That this entire 
decision, except the attached market- 
ing agreement, be published in the 
FEDERAL REGISTER. The regulatory pro- 
visions of the marketing agreement 
are identical with those contained in 
the order as hereby proposed to be 
amended by the attached order which 
is published with this decision. 


DETERMINATION OF PRODUCER APPROVAL 
AND REPRESENTATIVE PERIOD 


June 1978 is hereby determined to 
be the representative period for the 
purpose of ascertaining whether the 
issuance of the order, as amended and 
as hereby proposed to be ‘amended, 
regulating the handling of milk in the 
New England marketing area is ap- 
proved or favored by producers, as de- 
fined under the terms of the order (as 
amended and as hereby proposed to be 
amended, who during such representa- 
tive period were engaged in the pro- 
duction of milk for sale within the 
aforesaid marketing area. (An ap- 
proved final impact analysis is availa- 
ble from the Agricultural Marketing 
Service. 


Signed at Washington, D.C., on Sep- 
tember 27, 1978. 
JERRY C. HILL, 
Deputy Assistant Secretary. 


ORDER' AMENDING THE ORDER, REGU- 
LATING THE HANDLING OF MILK IN THE 
NEw ENGLAND MARKETING AREA 


FINDINGS AND DETERMINATIONS 


The findings and determinations 
hereinafter set forth are supplemen- 
tary and in addition to the findings 


‘This order shall not become effective 


unless and until the requirements of 
§ 900.14 of the rules of practice and proce- 
dure governing proceedings to formulate 
marketing agreements and marketing orders 
‘have been met. 


and determinations previously made in 
connection with the issuance of the 
aforesaid order and of the previously 
issued amendmens thereto; and all of 
said previous findings and determina- 
tions are hereby ratified and affirmed, 
except insofar as such findings and de- 
terminations may be in conflict with 
the findings and determinations set 
forth herein. 

(a) Findings. A public hearing was 
held upon certain proposed -amend- 
ments to the tentative marketing 
agreement and to the order regulating 
the handling of milk in the New Eng- 
land marketing area. 

The hearing was held prusuant to 
the provisions of the Agricultural Mar- 
keting Agreement Act of 1937, as 
amended (7 U.S.C. 601 et seq.), and the 
applicable rules of practice and proce- 
dure (7 CFR Part 900). ; 

Upon the basis of the evidence intro- 
duced at such hearing and the record 
thereof, it is found that: 

(1) The said order as hereby amend- 
ed, and all of terms and conditions 
thereof, will tend to effectuate the de- 
clared policy of the Act; 

(2) The parity prices of milk, as de- 
termined pursuant to section 2 of the 
Act, are not reasonable in view of the 
price of feeds, available supplies of 
feeds, and other economic conditions 
which affect market supply and 
demand for milk in the said marketing 
area, and the minimum prices speci- 
fied in the order as hereby amended, 
are such prices as will reflect the 
aforesaid factors, insure a sufficient 
quantity of pure and wholesome milk, 
and be in the public interest; and 

(3) The said order as hereby amend- 
ed regulates the handling of milk in 
the same manner as, and is applicable 
only to persons in the _ respective 
classes of industrial or commercial ac- 
tivity specified in, a marketing agree- 
ment upon which a hearing has been 
held. 

Order relative to handling. It is 
therefore ordered that on and after 
the effective date hereof the handling 
of milk in the New England marketing 
area shall be in conformity to and in 
compliance with the terms and condi- 
tions of the order, as amended, and as 
hereby amended, as follows: 

The provisions of the proposed mar- 
keting agreement and order amending 
the order contained in the recom- 
mended decision issued by the Acting 
Administrator, on July 14, 1978 and 
published in the FEDERAL REGISTER on 
July 20, 1978 (43 FR 31146), shall be 
and are the terms and provisions of 
this order, amending the order, and 
are set forth in full herein: 

1. Section 1001.43(c) is revised to 
read as follows: 
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§ 1001.43 Assignment of receipts to classes 
in general. 


(c) If receipts from more than one 
plant are to be assigned under a para- 
graph in § 100.45 or § 100.47, the re- 
ceipts shall be assigned in sequence ac- 
cording to the zone locations of the 
plants, beginning with the plant in the 
lowest numbered zone for assignments 
to class I milk and beginning with the 
plant in the highest numbered zone 
for assignments to class II milk. 


§ 1001.46 [Amended] 


2. In §1001.46(c), the words ‘zone 
nearest to Boston” are changed to 
read “lowest numbered zone’”’. 


§ 1001.47 [Amended] 


3. In § 100.47(a), the words 
“pool plants located outside the nearby 
plant zone’”’ are changed to read ‘other 
pool plants’’. 


§ 1001.50 [Amended] 


4. In § 100.50(a), the number “$2.58” 
is changed to “$2.42”, 

5. Section 100.52 is revised to read as 
follows: 


§ 1001.52 Plant location adjustments. 


The class I and blended prices -com- 
puted under §§ 100.50 and 100.61 shall 
be ‘subject to plant location adjust- 
ments based upon the zone locations 
of plants. The zone location of any 
plant and the location adjustments ap- 
plicable to each zone location shall be 
determined a$ specified in this section. 

(a) Each plant that is located in the 
State of Rhode Island, the Massachu- 
setts counties of Barnstable, Bristol, 
Dukes, Norfolk, Plymouth or Suffolk, 
or between Boston and Massachusetts 
highway route number 128 shall be in 
zone 1. 

(b) Each plant that is located in the 
Connecticut counties of Fairfield, 
Hartford, Litchfield, Middlesex (only 
the townships of Cromwell, Durham, 
Haddam, Middlefield, Middletown, or 
Poriland), New Haven, or Tolland 
(only the townships of Ellington or 
Somers) shall be in zone 7. 

(c) Each plant that is located in the 
Massachusetts counties of Hampden 
(except the townships of Brimfield, 
Holland, Monson, Palmer, or Wales) or 
Hampshire (except the township of 
Ware) shall be in zone 8. 

(d) The zone location of each plant 
in the States of Connecticut or Massa- 
chusetts (except Berkshire County) 
that is outside the areas specified in 
paragraphs (a), (b), or (c) of this sec- 
tion shall be based upon its highway 
mileage distance to the nearer of 


Boston, Mass., or Providence, R. I. The. 


distance for each plant shall be the 
mileage between the applicable basing 
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point and the named point nearest to 
the plant, measured to the greatest 
extent possible over roads designated 
as principal roads, on the road maps 
specified in paragraph (e) of this sec- 
tion. 

(e) The zone location of each plant 
that is outside the areas specified in 
paragraphs (a) through (d) of this sec- 
tion shall be based upon its highway 
mileage distance to Boston, Mass., as 
determined by use of Mileage Guide 
No. 11, and supplements to and revi- 
sions thereof, issued by Household 
Goods Carriers’ Bureau, Agent, Arling- 
ton, Va. The mileages used shall be 
those shown between designated key 
points in the mileage charts, and be- 
tween named points on the appropri- 
ate State road maps, as published in 
the mileage guide. In any instance in 
which the map does not clearly show 
the mileage between points on a road, 
the mileage used shall be the mileage 
as determined by the highway author- 
ity for the State in which the road is 
located. The distance for each plant 
shall be the mileage between Boston 
and the named point nearest to the 
plant, as shown: in the mileage charts. 
If that named point is not listed in the 
mileage charts, the distance for the 
plant shall be the lowest mileage dis- 
tance between Boston and that named 
point, computed as follows: 

(1) Determine from the charts the 
mileage between Boston and each of 
the three key points nearest to the 
named point which are nearer to 
Boston than the named point; and 

(2) For each of these key points, add 
to the result in paragraph (e)(1) of 
this section the mileage between the 
key point and the named point, meas- 
ured to the greatest extent possible 
over roads designated as principal 
roads. 

(f) Notwithstanding the provisions 
of paragraph (e) of this section, for 
any named point located in Maine, 
New Hampshire, Vermont, New York, 
or Berkshire County, Mass., determine 
the highway mileage distance between 
Boston and the named point by use of 
the appropriate State maps contained 
in Mileage Guide No. 7, issued by 
Household Goods Carriers’ Bureau, 
Agent, Arlington, Va. Such distance 
shall be the lowest highway mileage 
between Boston and the named point 
on the map, over reads designated 
thereon as paved, ali-weather roads. In 
the event that the named point is not 
located on a through, paved, aii- 
weather road, such other roads shall 
be used to reach a through, paved, all- 
weather road as will result in the 
lowest highway mileage to Boston, 
except that such other roads shall not 
be used for a distance of more than 15 
miles if it is otherwise possible to con- 
nect with a through, paved, all-weath- 
er road. In any instance in which the 
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map does not clearly show the mileage 
between points on a road, the mileage 
used shall be the mileage as deter- 
mined by the highway authority for 
the state in which tthe road is located. 
The mileage so determined, cr. the 
mileage determined under paragraph 
(e) of this section, whichever is less, 
shall be considered to be the lowest 
highway mileage distance between 
Boston and the named point. 

(g) The location adjustments for 
each plant shall be the amounts 
shown in the following table for the 
zone in which the plant is located: 


LocaTIon ADJUSTMENTS FOR DETERMINATION 
OF ZONE PRICE 





Distance to basing point 
(miles) 


Plant Price 
location adjustments ' 
zone 





1 to 10 
11 to 20 
21 to 30 
31 to 40 
41 to 50 
51 to 60 
61 to 70 
71 to 80 
81 to $0 
91 to 100 
101 to 110 
111 to 120 
121 to 130 
131 to 140 
141 to 150 
151 to 160 
161 to 170 
171 to 180 
181 to i90 +3.6 
191 to 200 +18 
201 to 210 +0 
211 +0 220 —1.5 
221 to 2320 —3.0 
231 to 240 —4.5 
241 to 250 —6.0 
251 to 260 —7.5 
261 to 270 --9.0 
271 to 280 —10.5 
281 to 290 —12.0 
291 to 300 —13.5 
301 to 310 —15.0 
311 to 320 —16.5 
321 to 330 —18.0 
331 to 340 —19.5 
341 to 350 —21.0 
351 to 360 — 22.5 
361 to 370 — 24.0 
371 to 380 —25.5 
381 to 390 —27.0 
391 to 400 — 28.5 
401 and over. : = 


+50.0 
+48.2 
+46.4 
+44.6 
+42.8 
+41.0 
+39.2 
+37.4 
+35.6 
+33.8 
+32.0 
+30.2 
+28.4 
+26.6 
+10.8 

+9.0 

+7.2 

+5.4 
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1Class I and biended price adjustments (cents per 
hundredweight). 

2?Class I and blended price location adjustments 
applicable to plants located in subsequent zones 
shall be obtained by extending the table ai the rate 
of 1.5 cents for each additional 10 miles except that 
in no event shall the class I or blended price at any 
zone be less than the class II price for the month. 


§ 1001.53 [Amended] 


6. In §1001.53(g), the words “zone 
nearest to Boston” are changed to 
read “lowest numbered zone’”’. 


§ 1001.73 [Amended] 


7. In §1001.73(d), the words “to a 
plant at which a lower blended price 
would apply under this order” are de- 
leted. 


{FR Doc. 78-27788 Filed 9-29-78; 8:45 am] 


FEDERAL REGISTER, VOL. 43, NO. 191—MONDAY, OCTOBER 2, 1978. 





